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Dear S{r or Madanm:

We hove considered your applicetion for recognition of exemption from
Fedaral income tax under section 350i(c) 3) of the Internal Revanue Code.

The purpces of your not for profit organization ae stated in your Articles
of Incorporation is o provide, by cooperative esffort for artists in a
vide geojraphical area, and for member artists, a forus in which to ex-
hibit their ar¢, without the comaercial pressure of having to sell art

in urdev to keep the gallary open. To be sble to collectively acquire

anae 1ne eertain squipmant, studio and gallary space which may ba too ex-
pensive for individual artists to acquirc and maintain by themselves.

To work with the comnmunity to promnte fine art to the public.

Your sctivities ag stated {n your Porm 1023 spplication and its attachments
are to promots« arct; provide "natworking”; lectures and tours to educate the

public and encourage arpiring artists; provile a newsletter to promote the
gallery and 1ts memhar's work; workshops by gallery members; and working
with young people within the public school system to show various art
wet.rods, possibilities of careers, and art as a creative outlet.

A primary activity of your organfzation is the operation of « cooperative
art gsllery vy its mambers. The gallery providas an outlet for the ex-~
hibiting and selling of the menmber's art. In sddition studio space is
rented to wember artists as apace 1s available. You have a sales tax
registration cert{fiete from the State of I and collect ssler tax
on gallery sales. The gallery accepts consignment sales wich the commia-
sion set at JHI percent of tha sale. Commission on member aales is
set at [l percent. In addftion, you indicate a I percent discount
may be given to interior designers and decoracors with NIl percent tc be
absorbed dy the gallery snd I parcent by the artist whose work s dis-
counted. You provida a leyewsy plan for the purchasc of art worke.

. “ A
Thy gallery has regular operating hours and acheduling of gallery rtten-
dapits. You provide spscific guidslines for this operation of the gailery
ssles procedures and the reaponsibility at the member atiendents. -

e | R

v
e A

t}:

4

&, Reviesrer

*m
|

A




o R

-2

Tris 1e & weabership erganizstiou and new lnib;}n are mc)ected dasad on the
quility of their worz, compatibility with existing mewbecs, and the approval of
thrae-fourths of the active members. Nev mmmwbers must slso aign a comtyact of

menbership ugrsemeat. HNembership fues have been aet at SHEM pex yeoar par
nesher.

Your inocome stetement for the pericd anding NG, shovs :that your

{ncome wes derived fron membership fees, ecumissions on eales of art, eid faes =~ /' -

from the 1ental of scudio space. The equndtsurcs o€ primerily for the
opecation, ps motion, and mainterance of the gallery.

Section 50%.(e)(3) of the Codc provides exempticn for;
"Corporavions...organized a1d operated axcluslvely for religlous,
charitable,...or educational purposes,...no prrt of the net earninge of

which fnurer to the benefi: of any private sharcholde or individual...”

Section 1.5 "aY(3)~1 of the reagulations provides, 1. part, as follows:

"(a) 1) ln order to be ¢ «empt au an organization den.1tbod in
gect con 201(c)(1), an organfizotion muat be both orpanired oad
opersted exclusively for ove or nure of the purposes spe [ {ed 1,

zuch section. 1f ~u organization fells to mert elther tio
organlirarional tes: or the operational teat, it im nor enecimpt.”
"(h)(1)Y({) An organtzation !& organized exclusivery for one or wore
exempt purposes ondy {f its articles of organization (yeferred to In

thins scction as fts “articles”) ss defined in subparagraph (2) of
thie paragraph:

va) Limit the purpoues of such orgarization to one 6T more ¢Xempt
purposas; and

(k) Do not expiessly ewmpower the orpanjzation to engaje, otherwige
than as an insubstantial part of its activities, [n activities which
in themselves are not In furtheraince of oune or more exempr purpescs.”

“(e)(l) Primary artivitica. An organization wili be regarded as
"operated exclusively”™ for one Or wote exempt purvoées only 1f {t
engages primarily (n accivities which accomplish ore or more of such
exenpt purposes specified tu smction 501{c)(3).. 4w or;&nisatioﬂ
will not be so regarded 1f more than. e 1uubctant1a1 ?art oi” 1te
activitiea is not {n furtherance of a3 eunsmpt purpose.”

"(d,(1)111) An ovygaiization is rot organiszed or operated cxclusijely .
for one ov more of the purposes specifisd in subdivision (1) of’ thll
wubparagraph unless Lt serves a pudblicrather than a privaie

ingteresc. Thus, Lo suet the regquirement of this «ubdivisiern, mm L

neceseary for an orgenization to satablish that i1t s not oumiud
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or operated for the benefit of private iu;argq&c such sa dali.ﬁatqd“"{
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, individoals, ‘the Zreator or him family, sharohofdars’of ths orfeni-

s4tion, or perdons controlled, diract{y or irdfdeztly, by su:if-leivats

interedte. vy Lo 3 '
et e X
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Yevenus Ruling‘?x~3¢5. 1971 2 C.B. 224, depcridea » conparative arg ;nltorﬁ
fovrmed and oparatad by o gr ap of artiatae to ,exb{blt and scll thak@?ﬂgrﬁa» The
gallecy shoved ani nold thv. works of 1:3 membggs 2ad rertaftey A guti® yaion 00
sach sile. The ruling concluded thue thé galldry vim s ve'v 21 foy .dvaucing
the careers and promotlng the sales of {ts deobers, und th:voror: not axempt.

Revanue Ruling 76~152, 1976--1 C.A., 152, hald that a nonprofit orpanigarion of
art pa-.rons prowoting rormunity awderstanding of modern art by selecting, ex-
hibiting and selling rt work of 'ocal artists was nat e¢xempt. The organization
retafined w cormlgsinom on 8a: 5 less than norws | commercial chacpras. The raason
fur denying vaerpt “on wis that the mafor activity of the orpanizatfon served
the private {nterests of the ~rtists. j

Yerr privacy ACtivitdes resemb!y thomae descrdbed tn the nhova tevenue rulings
‘n that you are o cooperative art gpallery formed and apercted by s proup of
t1iste *o exhibit and sell their works. The gallery is » yghicle {01 advanciag

the caregrs ol your mambers. (o addition, you af1l on vonsignment the Werk of
ozher rrtistae.

.n conafdering whether von quallly vader vection il (M), ge acknowledge tha'

some of your activities farther hacitable ao* cducnt{onal purpoacs vithtin the
veanang of aeccion Y i(e)(3). Avong theae nte;

£1) Your gallery is open to the public o & repusar hosia ond no admiwsion
fee 18 clinrged.

(2) Your member artists do provide an educaticnal henefilr by workisg with
voun| people within ‘he school ayetem.

(3) Your art works sre on display fc. public vicwing.

1n your case, however, thesz activitics are slewed ng {ncidental to ysmrt

primiry pucpose, which 18 serving the private {nrarests of your members, As

w:s Lhe case {n both Ravenue huling 71-195 and 7t-1%2, your member artinto are

being directly benefirod by the exibibicion and gate of vhelr works, pitn he

vadult ‘that a maddr activity of your organlizatfon is seruing the private o
{nteraateo of those nosbers whose works arc displayed fox caje. To qualify Coa
for sgamption under section 301(c)(3) an orpantrrtion mugl he eparaicd for . L

public rather than private interratss SRR R

oy .
Accordingly, your organization ic pot operstpd. exclusively for;&&acajiﬁphl L
charitable purposed ard doss not qualify Yo¥ exemption: from Federal lmcbme tax = - . |
under ser don 50lic){(3) 1 theé (ntevial Revenue Gode.: You are raquived fo: tile ]
Fedarad, dncome tax gaturns on Form 1389, ~@gy;¢‘ ; L ,
if you agree with these conclusiona of dn nup WAfh to 138" 4 writteh progest . ol .3
" _please sign and rétuxn Form 5018 in thie egg@bl‘ﬁ‘jglgggﬂygganQﬁﬂzf(qu§ﬁdp,%w
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if you do nmot ‘'gree with these conciueions, you may, vithim 30 days from the
date of this .ectter, file in duplicate a brief of the factes, law, and argitment
that clearly sets forth your posjtion. If you desire an oral dlscuseion of the
issuc, pleasc ‘ndicate this {n your protest. The enclosed Publicetion 892
glveo instruc:ions for filing & protest. ;

If you do not file e protest wich this office within 30 days of the date of 1
v ; ghis report or letter, thie proposed de*ersminatibn will Lecome finmal. "1

Tf you do not srotemt this proposed detarmination in » timely mannar, 1t will y
be considered LY the Internal Revenue Service 18 a fallure to exheust evaflabie
adninistrative remedics. Section 7428(h)(7) of the Toterna) Revenue Codn
providaes in poert that, "A declaratory judgment or decrie under this section
shall not he {wsuad {n Any procerding unless the Tax Court, the Court of
Claima, or the district court of tha United States for the Dietyict of Colunmhin
Acterrinas that the vrganigzatlion invelwved han exbausted admivistrat{ve reweardios
available to 1t wighin the Inrernal Revenue Servi:e,”

If thi- deternfnation letter bhecower A finul determinatlon, we 4 uu? ify vhe
appropriate Stat: Officials, as required by aection (ica(r) «f the Zcle, thad

bascd on the [nformatinn we have, we are unable to vecopnise oy ag »- ‘
organizat {on ot tha 2ype descoibad In Code sectien SO1(c)(3%. f

1f you have ainy further gquesetlions, please contact the person whores nawe and
telephone nuitber sare anown st the beginning of this letter.

S{rcercely,

Digtrict Divrecror !
tnelosures:

Publication 892
Yorm 6018
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